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3 
I.—THE LAUSANNE CONFERENCE. 


HE Conference which opened at Lausanne on June 16th had 
originally been convened on January 16th, 1932, to consider 
the reparations problem in the light of the recent Basle 
Report presented by the Special Advisory Committee. For one 
reason or another the opening date was put off from January 16th 
to the 2oth, and then to the 25th. Finally it was announced on 
February 13th that the Conference had been postponed until the 
month of June. 

Though the intervening months had been characterised by 
no event or series of events which might justify more than the 
slightest hopes for the success of the Conference, there was, never- 
theless, the world over an increasing tendency to look facts in the 
face, and to realise that in effect the world was faced with a fait 
accompli. Reparations, it was realised, would not or could not 
be paid, and the Young Plan was dead, dead as from June 2oth, 
1931, when Mr. Hoover made his famous proposal. The problem 
then was to discover some formula which would at the same time 
save the face of France and regularize the existing position. 

On the Conference stage new actors had appeared perhaps 
better qualified to make a success of their parts than had been their 
predecessors. For example, the Ministerial Declaration of the 
Papen Government issued in Berlin on June 4th, though it pro- 
claimed the intention of the Government to attain “ full equality 
of rights and political freedom,’’ did not include an unqualified 
re-affirmation of Dr. Briining’s reparations statement of January 
gth. Similarly in Paris, M. Herriot told the Chamber on June 7th 
that his Government would not allow the rights of France to be 
contested, but he added that they would discuss “‘ any proposal 
that would bring about by way of compensation greater stability 
in the world generally,” and he avoided repeating his predecessor’s 
pledge to maintain the sanctity of the Young Plan. 

In Great Britain and Italy there was no change of policy since 
these States had for months past stood for the “clean slate ”’ 
policy. America pointed with a certain guilty pride to the joint 
resolution of Congress on December 23rd, 1931, declaring against 
the cancellation of war debts. But in the main the world was 
swinging back to sanity. 

It is a matter of deep regret that the principle European states- 
men who were to meet at Lausanne had no opportunity to discuss 
matters between themselves before the opening of the Conference. 
The rapidity with which events moved in Berlin during the first 
week of June, the fact that a virtual inter-regnum existed in France 
between the resignation of M. Tardieu on May roth, and the formation 
of the Herriot Cabinet on June 4th, taken in conjunction with Mr. 
) MacDonald’s eye-affection, Mr. Neville Chamberlain’s gout and 
) Sir John Simon’s preoccupation, combined to defeat any preliminary 
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form of discussion. In fact, apart from Baron von Neurath’s 
hurried visit to London when on June 7th he presented to the 
Foreign Officea memorandum setting forth the reason why Germany 
could not pay, and Mr. MacDonald’s conversation with M. Herriot 
in Paris and Geneva on June 11th—14th there was no preparatory 
consultation at all. 

The Conference opened on June 16th in the hall of the Beau 
Rivage Hotel with Mr. MacDonald in the chair. In his presidential 
address Mr. MacDonald struck a note which at once lifted the 
whole discussion on to a higher plane than that on which the re- 
paration problem had previously been discussed. The question 
was no longer one of policies but of world catastrophe, and in this 
failure there was “‘ no France, no Germany, no America, no Great 
Britain apart from the rest of the nations of the world. There is 
nothing smaller than a world, there is nothing less than a system, 
which is crumbling under our feet.’’ He surveyed the position as | 
reviewed by the Basle Report and emphasised that an agreement 
reached quickly would have a far greater effect than ‘‘ one painfully | 
and imperfectly secured at the last moment of exhaustion after 
long-drawn-out, irritating and pettifogging discussions.’’ But one 
principle must be kept very definitely before them: “ engagements | 
solemnly entered into cannot be set aside by unilateral repudiation,” 
this, however, had its corollary, that, if default was to be avoided, 
engagements which had been proved incapable of fulfilment should 
be revised by agreement. 

On the following day the Conference reached its first concrete 
result. A declaration was issued signed by the heads of the dele- 





gations of Great Britain, France, Italy, Belgium and Japan, to the FF, 
effect that the five Governments were of opinion that, without | 4, 
prejudice to the solution which might ultimately be reached, the | 4, 
execution of the payments due to the Powers participating in the Fj. 
Conference in respect of reparations and war-debts should be | yy 
reserved during the period of the Conference, which the Govern- | ¢, 
ments intended should complete its work in the shortest possible 7 4, 
time. The Governments declared that they were prepared to act | go 
on that understanding and invited the other creditor Governments | em 
to adopt the same course. = Ge 

Having thus indefinitely prolonged the Hoover Moratorium |7 jo, 
(which expired on June 30th) as far as Europe was concerned, and |] the 
having thus given itself a breathing space, the Conference proceeded 7 of , 
to statements of national policy. Herr von Papen, in a very | yg, 


moderate speech made in faultless French, admitted frankly the § 

legality of the Hague Agreements and of the Young Plan, but | that 
submitted that it was not for the Conference to deal with the legal © 
aspect. The economic causes were accompanied by a credit crisis |F 
unparalleled in history, the most important causes of which were thes 
international public and uneconomic political payments. Only 7 rot 
when these special causes had been removed and radically reviewed | Fen 
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could the credit crisis be overcome and the depression relieved. 
The time of small remedies, half-measures and adjournments was 
over, a final settlement was the only thing now practicable. 

That was all very well, said M. Herriot following, they all knew 
that Germany could not pay at the moment but the Basle Report 
had said that Germany would recover one day and had created an 
economic workshop on a grand scale. Moreover cancellation of 
reparations was not merely a question of principle but one of hard 
cash. France’s receipts under the Young Plan were about 360 
million marks a year more than her debts, and other countries would 
also lose balances on which they rested. France was convinced 
that improved security was a necessary preliminary for a return to 
stability. ‘‘ There can be no political peace without economic 
peace, but there can be no economic peace without political peace.”’ 

After this somewhat Delphic remark, Mr. Neville Chamberlain 
placed on record the willingness of Great Britain to take her share 
in a general wiping of the slate. Great Britain originally had been 
owed in all £2,000 millions in war debts and reparations and had 
lost £200 millions from the delay in funding their debts from 
Continental countries. The British Government was nevertheless 
convinced that “‘ the real problem we have to consider is not the 
capacity of one country or another to make these payments, but 
rather whether the making of such payments or even the uncertainty 
about the future created by a liability to make them, does not 
constitute a standing menace to the maintenance of financial 
stability and the freedom of international trade.” 

When the opening speeches, which were generally and rightly 
regarded as admirable in that national cases were stated emphatically 
but without provocative declarations of unalterable policy had 
closed the first stage of the proceedings, the Conference resolved 
itself into a series of discussions a4 deux between Mr. MacDonald and 
M. Herriot. In these conversations the British Premier was fighting 
Germany’s case for her—not in the guise of an honest broker, but 
as a proponent of the policy of the “clean slate,’’ a clear and 
definite policy to the furtherance of which he was prepared to 
employ any means within his power. The British position as 
Germany’s advocate was a strong one for she was freer than was 
her principle from political avriéves pensées and could put forward 
the general economic case for cancellation with a far greater power 
of conviction than Germany, who would inevitably be suspected of 
using it as a disguise for quite selfish financial and political motives. 


As an alternative to the British policy M. Herriot advanced 
that of the idea of a German recognition of indebtedness, a kind 
of I.0.U. to be redeemed after, say, five years’ suspension, if Germany 
became sufficiently prosperous again. To this the British replied 
that firstly, the ‘‘ clean slate’’ policy was the only one on which 
Europe could hope for liberal treatment from America and on which 
Europe could—as some suggest—refuse to pay her; and secondly 
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that Great Britain as France’s creditor—in the event of continued 
French harping on Germany’s future capacity to pay—would be 
forced to adapt her claims on France to her actual and future capacity 
to pay. 

This placed M. Herriot in a very difficult position. He looked 
to both the Right and the Left for support in the Chamber. The 
Right parties were campaigning against any relaxation of French 
claims, and already the press were attacking Mr. MacDonald for 
trying to engineer the Conference for the benefit of Great Britain. 
“Mr. MacDonald plans to wipe out reparations and then launch a 
vast plan for restoring European stability with France paying the 
cost by redistributing her gold” declared Pertinax in the Echo 
de Paris. M. Herriot was constrained to hold fast to his policy of 
compensation. 

But at this point the question of disarmament was projected 
into the reparations discussions with dramatic suddenness. Before 
coming to Lausanne Mr. MacDonald and M. Herriot had visited 
Geneva, and had found there a Disarmament Conference apparently 
as moribund as the Young Plan, which seemed mainly concerned 
with fixing the date of its adjournment. All practical results 
had been nullified by the endless discussions of the expert 
committees, which had out-done the learned medieval philosophers 
of Bologna, who passed their days in disputing as to how many 
angels could stand on the point of a needle and kindred important 
subjects. The experts had very nearly reduced the Disarmament 
Conference to a chose a@ rire, more especially at the moment when a 
certain delegate, in answer to the question, when is a battleship a 
defensive weapon? replied: ‘‘ When it is flying the British or 
American flag.” 

Both Mr. MacDonald and M. Herriot had revisited Geneva on 
June 19th, and while the latter had taken the step of withdrawing 
M. Tardieu’s proposal for an international army, the former had 
lunched with Mr. Hugh Gibson, the leader of the American dele- 
gation. The sequel was swift and dramatic. On the night of 
June 20th Mr. Gibson and M. Herriot, each with a lieutenant, met 
at the village inn of Morges, on Lac Léman, midway between 
Geneva and Lausanne. Mr. Gibson there laid down the position 
of the United States with regard to disarmament and war debts, 
pointing out America’s anxiety to see something real accomplished 
at the Disarmament Conference, and saying that this should be 
done by means of reducing effectives. Mr. Herriot replied that any 
form of quantitive reduction was unacceptable to France, whereupon 
Mr. Gibson frankly told him that, if as a result of the Lausanne 
Conference an appeal was made to the United States to make a 
sacrifice in the reduction of debts, public opinion would be unalter- 
ably opposed to the granting of any such appeal if Europe continued 
to spend on armaments enough money to pay the services of those 


debts. 
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The next move came simultaneously from Geneva and Washing- 
ton. The General Commission of the Disarmament Conference was 
hastily convoked on the afternoon of June 22nd to hear a statement 
by Mr. Gibson, while at the White House President Hoover issued 
a manifesto to the same effect. Mr. Hoover, basing his argument 
on the fact that all nations of the world, by signing the Kellogg 
Pact had agreed to use their arms solely for defence ; that reduc- 
tion of armanents should be carried out not only by means of broad 
general units, ‘‘ but by increasing the comparative power of defense 
through decreases in the power of the attack”’; that as armaments 
had grown up in mutual relation to each other, such relativity 
should, generally speaking, be preserved in their reduction; that 
reduction must be real and positive, effecting economic relief, and 
that reduction in all three branches of armaments, land, sea and 
air, were inter-connected and could not be dissociated one from the 
other, made the following proposals :— 


. The reduction of all world armaments by a third. 

. The abolition of tanks, chemical warfare and large machine guns. 

. The abolition of all bombing air-machines, and the total prohibition 
of all bombardment from the air. 

. The reduction of one-third in the strength of all land armies. 


It was proposed to take the figure to which Germany had been 
limited by the Treaty of Versailles—one hundred thousand men 
for 65 million people—-as the ratio for ‘‘a basic police component of 
soldiers and that reduction of one-third should be made in the 
strength of all armies over and above the police component.” As 
regards naval armaments a reduction of one-third was asked in 
the Treaty number and tonnage of all battleships; a reduction 
in the Treaty number and tonnage of all aircraft-carriers, cruisers 
and destroyers by a fourth and of submarines by one-third. No 
nation should have more than 35,000 tons of submarine craft.(?) 

These proposals were accepted in their entirety by Italy, were 
received with guarded approval by Great Britain and with guarded 
disapproval by France, and were declared to be inacceptable to 
Japan. 

Meantime little progress had been made at the other end of the 
Lake. The Anglo-French conversations, though they had resulted 
in an agreement as to Germany’s inability to pay either now or 
during the period of recovery, had reached a deadlock on the word 
“ finality.” Both sides found themselves in favour of a finality 
of settlement, that is to say of ending the existing uncertainty 
regarding the future and of providing against the disturbance of 
ordinary commercial relations by any future payments. But 
whereas the British, Italians and Germans interpreted “‘ finality ” 





(1) The Hoover proposals are only mentioned here in the connection with the 
Lausanne Conference. Their bearing on and relation to the Disarmament Confer- 
ence will be dealt with later in a separate BULLETIN article. 
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as meaning a “ clean slate,”’ the French still clung to the idea of a 
“ final’ payment of some kind. 

The attempt of British mediation having failed to achieve the 
desired result, the second stage of the Lausanne Conference closed. 
The third opened on June 24th when for the first time Herr von 
Papen and M. Herriot met for a personal interview which was 
followed by two full meetings of the French and German dele- 
gations.(') At these meetings the German delegation re-stated its 
case along now very familiar lines as to why Germany could not 
pay now and why she could not commit herself to pay in the future. 
The French replied that though they could not renounce the claim 
to a future payment by Germany they were prepared to consider 
any means by which it could be done. Thereby leaving open the 
door for concrete German proposals. The two delegations parted 
cordially and M. Herriot showed that if Herr von Papen could talk 
French, he could at least quote German—or misquote it—since to 
the assembled journalists he announced ‘‘ Die Luft ist kiihl, aber es 
dunkelt nicht,” forgetting perhaps that the Lorelei song begins “ Ich 
weiss nicht was soll es bedeuten.” 


Negotiations were now interrupted for the week-end to enable 
the German Chancellor and the French Premier to return to Berlin 
and Paris respectively to consult their ministerial colleagues. 
Before leaving Lausanne, however, Herr von Papen gave an inter- 
view to the representative of the Matin which was destined to 
influence the whole course of the Conference. ‘‘ I am,’ Herr von 
Papen told the Matin ‘‘ the first to acknowledge France’s right to 
compensation for the renunciation of reparations. France has a 
guarantee that Germany will endorse any German-French agreement 
that I sign. In contrast to my predecessor I represent all the 
national forces of Germany.’ He added that “if France and 
Germany can agree to put the European house in order, the United 
States cannot possibly refuse to make an honourable contribution 
to European reconstruction.” 


On arrival in Berlin on the morning of Saturday, June 25th, 
the Chancellor found that he had roused a storm of obloquy which 
brought down on him even more scathing comments than had been 
passed on Dr. Briining. The Nationalist press flatly contradicted 
his claim to speak for them. The Deutsche Allgemeine Zeitung 
declared that he had laid the onus of making proposals on Germany, 
and had thus put his country in an unfavourable tactical position 
which all efforts had been exerted to avoid. He had further put 
Germany in the united front against the United States, a thing 
German policy had also always sought to avoid. ‘‘ The Chancellor 
is wrong in saying that all Germany would endorse his signature. 
Germany would not follow him on this path.’’ The Tageszeitung 





(1) This phase was jocularly referred to as the German intervention between 
England and France. 
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remarked acidly that Herr von Papen’s references to reparations 
“are not what national Germany expects from a national 
Chancellor.” 


Not all the Chancellor’s protestations and explanations served 
to appease the press and the general forces of German Nationalism, 
and although the Cabinet approved the attitude of the Delegation 
at Lausanne and its future intentions as put forward by the 
Chancellor, there is little doubt that the Chancellor himself received 
a severe “‘ wigging ’’ for his untoward utterances, and that this was 
partly responsible for the stiffened attitude of the whole delegation 
on its return on Sunday to Lausanne. 


On the other hand, the Chancellor’s attitude towards ‘‘ com- 
pensation’ had earned him considerable merit in France. No 
German statesman—not even Dr. Stresemann—enjoyed a better 
press than did Herr von Papen, and the only fear expressed was 
that he might not survive the Reichstag elections of July 31st. 
As a result, the Nationalists’ attacks on the Chancellor in the Berlin 
press were received with a certain anxiety in France, where even 
the Temps had begun to realize the idleness of insisting on the 
resumption of German payments. ‘ The principle of reparation 
payments must be maintained ”’ it stated on June 27th, “ but far 
be it from us to say that we look upon the ‘ net balance’ from a 
selfish point of view. The word ‘ compensation’ has been uttered 
in certain responsible German quarters. Could this ‘ compensa- 
tion’ take the form of certain commercial agreements or of an 
agreement which would be the starting point of real economic 
co-operation ? ”’ (*). 

With the return of the Chancellor and M. Herriot to Lausanne, 
the Franco-German negotiations were resumed on June 27th, but 
M. Herriot complained that he found the German Ministers less 
cordial than before his week-end in Berlin. Some slight progress 
was made in that, after the inevitable repetition by Count von 
Krésigk, as to why Germany could not resume payments, or even 
admit the possibility of a final payment he went on to outline very 
generally the suggestion for the “ first measures for the restoration 
of Europe’ in which Germany was prepared to take part, “ as her 
economic situation permitted.’”” Germany was, he declared, pre- 
pared “‘ to make direct contribution within the limit of her modest 
means, to a general pool for the reconstruction of Europe, especially 
of the Danubian countries and other States of Central and South 
Eastern Europe. She was also ready to enter into negotiations 
with France for the elaboration of a really practical trade treaty, 
and to take any steps compatible with her other trade treaties to 
stimulate and facilitate trade exports and imports. Although she was 


‘ 


_(1) This statement on te part of the Temps is particularly significant not because 
it is Nationalist and anti-German in character, but because it represents in a large 
degree the interests of the French heavy industries. 
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unable to make reparation payments Germany was ready to make 
considerable sacrifices in the interests of constructive international 
co-operation. 

M. Herriot still stuck to his guns in the matter of a final 
payment and the maintenance of the principle of reparations. 
M. Herriot waited in vain for the magic word “ compensation ” 
to escape Herr von Papen’s lips. But the Chancellor, recollecting 
the Berlin press and his more Nationalist colleagues, had apparently 
expunged it from his vocabularly. The meeting broke up after 
four hours of fruitless discussion and both Herr von Papen and 
M. Herriot hurried off to lay their cases separately before Mr. 
MacDonald. 

The position had therefore reached a deadlock as Germany 
would not pay further “ tribute payments’ but was prepared to 
make a “ contribution to a general pool.’’ The difference is clear. 
The first is an act under compulsion, the second one of volition. To 
the Frenchit savoured of chicanery ; if she can pay in one form, why 
not in another ? they asked with pardonable logic. The Conference 
had reached a very acute stage of crisis. 

At this moment of real danger of failure Mr. MacDonald exerted 
every possibly effort to save the Conference. On the Tuesday 
he held a three-party Conference with Herr von Papen and M. 
Herriot and when he had failed to bring about a compromise in their 
conflicting theses, he summoned the help of the Belgian, Italian anc 
Japanese delegations in a further attempt to reach an agreement, 
and a Six-Power Conference was called for Wednesday afternoon, 


But before this Meeting an event occurred which might well have 
wrecked the Conference altogether. On the morning of Wednesday, 
June 29th, the German delegation issued a communiqué, which, had it 
been final, must have resulted in the collapse of the Conference. 
The statement declared it to be the Chancellor’s considered opinion 
that “‘ confidence cannot be re-established in the world unless the 
victorious Powers made up their mind to remove the discrimination 
of the Treaty of Versailles.” When they restore Germany’s right 
to equality and security the Chancellor could conceive of thie 
possibility that ‘‘ Germany could make a contribution to the common 


effort to rehabilitate the economic structure of the world. That 


contribution would depend on the complete restoration of economic | 
equilibrium in Germany and the world.”’ 

Had the German delegation set out with the explicit intention | 
of torpedoing the Conference they could not have gone about it 
in a more masterful manner than by delivering aa ultimatum at 
such a moment. As it was, this was far from their intention. 
There seems to be no doubt that Herr von Papen expressed himsel! 
in these terms during the Anglo-Franco-German discussions of 
June 28th, but it is quite unknown why he allowed them to be made 
public within a few hours of his appointment to meet M. Herriot. 
The kindest explanation is that he did not realize the repercussions 
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which such an announcemént would have and that he wished to 
assure the Nationalist press that he was no longer talking of ‘‘ com- 
pensation” and “ concessions.’’ A less kind interpretation, but 
one in great circulation, is that he had been stampeded by Nazi 
pressure from Berlin. Whatever the cause, the effect was to render 
any further direct discussion between the French and German 
delegations impossible for the moment and their meeting on 
Wednesday morning was of the briefest. 

The delegates of the Six-Powers met in the Hotel du Chateau 
at 4 o’clock in no very optimistic frame of mind. But the result 
was better than might have been expected. Mr. MacDonald made 
a re-assuring speech in which he reviewed the course of the negotia- 
tions to date, explaining all the points of agreement and tactfully 
glossed over the gravity of the points of difference. Having failed 
to secure a compromise, he appeared intent on forcing a solution 
by speeding up the Conference. It was therefore agreed to set up a 
Bureau consisting of one representative of each of the Six Powers 
“to examine the present position of reparations in the light of the 
preliminary exploration that has already been carried out,” and 
to make recommendations to the Six Powers as soon as possible. 
An Economic Committee was also set up consisting of the six 
Ministers of Commerce, charged with the consideration of “‘ the 
measures necessary to solve the other economic and financial 
difficulties which are responsible for and may prolong the present 
world crisis."” The report of this body was to serve as a preparation 
for the World Economic Conference to be held later in the year. 


Thus by jockeying the Conference into the committee stage 
Mr. MacDonald had very probably saved its life, for he had drawn 
its attention away from its more general political aspects to the 
more detailed and technical side. The press of the world paid 
tribute to the almost superhuman efforts of Mr. MacDonald. The 
French themselves were strong in admiration. ‘‘ At the last 
moment’ wrote the Petit Parisien, “ those responsible for the 
deadlock hesitated and Mr. MacDonald seized the opportunity 
provided by this hesitation in a remarkable way. But it is im- 
possible to guess whether he will succeed at the eleventh hour in 
refloating the sinking ship.” 

But the ship was refloated. The Bureau worked throughout 
June 30th and although no compromise was reached the gap had 
grown no wider, and the fact that the negotiations had reached 
the point where actual figures were discussed was in itself a matter 
of progress. 

The day was marked by varying vicissitudes. It began well 
with a German offer of a final ‘‘ composition ’’ payment on condition 
that the word “ reparation ’’ did not figure in the agreement. To 
this the French at first objected, but later apparently agreed, 
though they considered the sum mentioned as inadequate. The 
French then introduced a further complication in the form of a 
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stipulation for a safeguarding clause in the agreement concerning 
war debts, for which Germany would be made liable if America 
refused cancellation. With this proposal Great Britain associated 
herself, but Germany protested that this was at variance with the 
principle of a final settlement. 


On the evening of June 30th, when the Bureau rose at I1.30 
p.m., the position stood as follows :— 


1. Germany had offered a contribution of 2,000 million marks 
(£100,000,000 at par) to be paid into a central pool, known as 
the ‘‘ European Assurance Fund,” which fund would be admin- 
istered by the Bank of International Settlements. 

. France had demanded at least R.M. 7,000 million (£350 million), 
of which two-thirds should be set aside to meet Europe’s debt to 
America should the United States refuse cancellation, and the 
remaining third devoted to European reconstruction. 

. Great Britain, France and Italy had insisted that, in the event of 
no debt settlement being reached with America, further payments 
must be made by Germany. 

. Germany had retorted, using the American argument, that there 
was no relation between war debts and reparations ; that it was 
impossible to have this threat hanging over them, and that in 
any case it violated the principle of a final settlement. 

. It had been agreed that Germany was unable at present to pay 
anything, and it had been purposed by the Creditor Powers that 
the amount finally agreed upon should be covered by the issue 
of bonds, which would be met as and when Germany was able 
to pay, her ability to pay being measured by some form of index. 


July Ist was spent in deep and constructive deliberations which 
resulted in some approximation towards agreement. There was 
manifested in the meetings of the Bureau and in the private conversa- 
tions outside the conference room, a sincere will to agree, for it was 
keenly realized that in the words of Sir Robert Horne, “ civilisa- 
tion is resting on a knife edge and the shock of failure at Lausanne 
might finally upset the financial structure.’ M. Herriot had 
returned to Paris where he announced that complete agreement now 
existed between the French and British delegations, but at the 
Conference it was felt that in relation to the safeguarding clause 
perhaps too much stress had been laid on the relation between 
reparations and war debts, since this would scarcely be a good 
recommendation to American public opinion in the event of forth- 
coming approaches in the name of fair play and might jeopardise 
the chances of American co-operation in the World Economic 
Conference. 

A series of meetings of the Bureau during July 2nd resulted in 
an agreement being reached by the five Creditor Powers as to the 
proposals to be put before Germany, of which a preliminary outline 
is as follows :— 
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. A complete moratorium of three years to be then prolonged until 
such time as the Bank of International Settlements, acting by a 
majority of its Council, should determine Germany’s ability to pay. 

2. When German payment begin, Bonds which shall have been issued 
may be made liable to interest at the rate of 5 per cent., and to 
redemption spread over a number of years. 

. The Bonds by which the plan is to be financed are to be handed 
over to the Bank of International Settlements, which is to deter- 
mine when they are to be issued and how payments are to be 
effected. 

. The total sum to be represented by the Bond issue was to be 
R.M. 4,000,000,000 (£200,000,000), inclusive of a year arrears 
under the Hoover Moratorium, but exclusive of the services of 
the Dawes and Young Plan Loans, of the American Mixed Claims 
Payments, of the payments on account of the costs of the American 
army of occupation and of the Belgian Marks Agreement. The 
Bonds would be issued on the security of the German Government, 
not specifically on the railways, but on German national property 
as a whole. 

. The total sum when it was eventually paid would go into a common 
fund for European economic reconstruction, although it might 
be “ utilized in other directions.” 


It will be remarked that the word “reparations ’’ does not 
appear, that the figure £200 million is a compromise between the 
£100 million offered by Germany and the £350 million demanded by 
France, and that the question of war debts is carefully camouflaged 


under the provision that the German contribution might be “ utilized 
in other directions.”” It is also stated in the proposal that the 
agreement should be “realized in the framework of a general 
settlement,’ using the words of the declaration of June 17th. 


It may also be observed that the British had abandoned their 
“clean slate’ policy in exchange for the German plan of a “ con- 
tribution.”” This may be attributed to the discovery during the 
Conference from the tactics of the Germans themsleves, that they 
were, in effect, able to pay something. The Germans, who began 
by saying they could pay nothing, had admitted that they could 
manage to squeeze out something, if only it was not “ tribute ”’ 
but in the nature of a “ contribution,” and that they could perhaps 
manage to squeeze out a little more if the ‘‘ war-guilt ’’ clause of the 
Treaty of Versailles were removed. There was in addition the 
argument presented by M. Germain-Martin, French Minister of 
Finance, that America herself might prefer that, when the question 
of the cancellation of war debts came up, her European debtors 
should be able to present some monetary credit upon which to base 
their argument and not arrive with entirely empty hands. 

The outline of the Creditors’ terms, when published in Berlin, 
caused some perturbation in the Nationalist press, which, with one 
important exception, urged the Chancellor to stand firm and to 
make no concessions. The exception, curiously enough, was the 
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same Deutsche Allgemeine Zeitung which had previously attacked 
the Chancellor so fiercely for his Matin interview. In an appeal 
to the German Delegation it said: ‘‘ Do not be misled by considera- 
tions of home policy and refuse seriously meant negotiations. With 
a solution bearable for Germany, and which brings life into business, 
the Government will create for itself a platform on which it can 
stand with safety.” (*) 

The Creditors’ Terms were handed to the German Delegation 
on Sunday morning (July 3rd), and by the same evening the German 
reply was in the hands of the Bureau and the period of bargaining 
began. The reply, while not amounting to a definite rejection of 
the terms proposed, contained some very serious objections. In 
the first place, as might have been expected, it was maintained 
that the sum of R.M. 4,000 million was too large ; and secondly, 
it was desired that the required vote of the Bank of International 
Settlements should be unanimous and not by a majority. Imme- 
diate ratification of the agreement was urged which would give 
Germany a further assurance that reparation cancellation would not 
be linked up with the settlement of war debts ; and finally, it was 
requested that no fresh issue of bonds should be made if previous 
blocks of bonds had fallen on the market below a given figure. 

The German counter-proposals contained suggestions that the 
amount of R.M. 4,000 million should be halved, and that payment 
should be in some form of annuity instead of bond issue. In 
addition they raised the question of “ war-guilt,’’ all reference of 
which it was desired should be deleted from the Treaty of 
Versailles. (*) 

The reception of the German terms was not cordial. The 
French press ridiculed them as “ ridiculous’”’ and “a bad joke.” 
M. Germain-Martin called on Mr. MacDonald early on Monday 
morning (July 4th) and informed him that the French Delegation 
could not even discuss the counter-proposals and urged him not to 
withdraw from the position taken up by the five Creditor Powers. 
Herr von Papen also called on the President of the Conference, and 
told him that as M. Herriot, who had gone to Paris to deal with 
pressing matters of domestic financial importance, did not propose 
to return until Wednesday, there seemed no need for him to remain 
either, and he proposed leaving for Berlin. An urgent message was 
therefore sent by the French delegation to M. Herriot, asking him 
to return to Lausanne at once in view of the grave situation 





(1) This change of face is more easily understood when it is reraembered that the 
Deutsche Allgemeine Zeitung is representative of the great industrialists of Western 
Germany who are anxious to get their works started again. 


(2) Article 231 of the Treaty of Versailles reads :—‘‘ The Allied and Associated 


Governments affirm, and Germany accepts, the responsibility of Germany and her [ 


allies for causing all the loss and damage to which the Allied and Associated Govern- 
ments and their nationals have been subjected as a consequence of the war imposed 
upon them by the aggression of Germany and her allies.’’ 
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which had developed in the negotiations, and in reply he fixed an 
appointment with Mr. MacDonald early on Tuesday morning. 
Mr. MacDonald himself, in a last attempt to break the deadlock, 
announced that he must take the night train on Thursday (July 
7th). 

A further complication now arose in connection with war debts. 
The Italian delegation, notwithstanding the fact that its represent- 
ative had taken part in the daily discussions of the Bureau, 
announced that the agreement should include the cancellation of 
European debts, which in effect meant the cancellation of the 
French and Italian debts to Great Britain. In view of the fact 
that the “clean slate”’ policy had not been adopted in drafting 
the final agreement, this was clearly inacceptable to the British, 
but there was reason to believe that the Italians would endeavour 
to insist on their demands. 


July 5th passed in a series of fateful interviews between 
Mr. MacDonald and Herr von Papen and M. Herriot, and in 
determined haggling on both sides. Eventually the German delega- 
tion agreed to increase its offer to R.M. 2,600 million, but with 
two political conditions ; firstly the deletion of the war-guilt clause 
from the Treaty of Versailles, and secondly, the granting of 
equality in armaments, proposals which M. Herriot declared he 
could not consider. As we go to press (July 6th) there comes 
the proposal that the differences between the French and German 
terms should be submitted to arbitration, but there is no indication 
as to what reception this suggestion has received, and further 
developments must be dealt with in a future article. 


J. W. W-B. 
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II.—CHRONOLOGY. 


Austria. 


June 22nd.—It was officially announced that as from June 23rd the 
National Bank would, until further orders, cease from allocating foreign 
exchange to Austrians requiring to fulfil obligations abroad. The Bank, 
at the same time, notified Austrian debtors of the necessity to keep the 
sums representing interest on debts and other payments falling due 
abroad in liquid form in Austrian currency, in readiness to pay such into 
the respective accounts when called upon to do so by the Bank. 

June 30th.—Anti-Jewish Nazis attacked the Golf Club at Lainz, near 
Vienna. The Rumanian Minister, who was dining at the Club, was 
injured. 


Brazil. 


June 22nd.—The Cabinet offered its resignation to the President, 
who refused to accept it. 


Bulgaria. 


June 24th.—A Treaty of Commerce with Germany was signed in Sofia. 
It provided for a series of rebates on existing tariffs. 


Chile. 


June 22nd.—The Junta issued a decree imposing severe fines and 
imprisonment on anyone guilty of subversive or seditious activities or 
of making contacts with foreign subversive institutions calculated to 
undermine the régime. Conscripts of the 1911 class were called up for 
60 days’ service. 

June 23rd.—The country was described as quiet with the strikes 
ended and business resumed. Revolutionary anti-foreign feeling was, 
however, stated to be growing and the Junta was compelled to call for 
the assistance of foreign interests in suppressing extremist activities. 

June 30th.—In the course of considering the future of the Cosach 
Nitrate Combine, the Finance Minister declared his determination to 
free the industry from the Combine’s debts. 

July 2nd.—The Government Junta announced that the outcome of 
the negotiations which the Minister of Finance had been conducting in 
regard to the future of Cosach would be the liquidation of the concern 
in such a way that the Treasury would not suffer any loss. 


China. 


EXTERNAL AFFAIRS. 

June 22nd.—News which had reached Mukden of the murder of a 
German priest in the Chientao district was confirmed, and the British 
Consul-General advised British residents to evacuate the region by way 
of Korea, owing to the fear of anti-foreign uprisings. The priest was 
reported to have been murdered by Japanese soldiery. 
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Mr. T. V. Soong stated that-in spite of all protests the Japanese and 
Manchukuo authorities had seized the accumulated Customs revenues 
at Newchwang and Antung. He insisted upon China’s full legal rights 
to the Dairen Customs, and placed on Japan the responsibility for their 
seizure. 

Japanese proposal for future of Manchurian Customs. (See Japan.) 


June 23rd.—Lo Wen-Kan’s statement communicated to the League 
Committee of Nineteen. (See League of Nations.) 


June 24th.—The Inspector-General of the Maritime Customs, with 
the approval of Mr. T. V. Soong, dismissed Mr. Fukumoto, the Japanese 
Customs Commissioner at Dairen, for refusing to remit the revenue to 
Shanghai when ordered to do so by the Inspector-General. 


June 26th.—-In sympathy with Mr. Fukumoto, the Japanese Customs 
Staff at Dairen resigned in a body. In a message to the Inspector- 
General, they stated that they intended to join the Manchukuo Customs. 
The name of a new Commissioner was submitted to the Japanese Legation, 
and it was announced that the Customs service would be carried on in 
accordance with Article Two of the Dairen Agreement. With reference 
to the Japanese allegation, Sir Frederick Maze denied that his action in 
dismissing Mr. Fukumoto contravened Article Three of the Customs 
Agreement. 

Note of protest against the dismissal of Mr. Fukumoto. (See Japan.) 

An official of the Manchukuo Customs notified the Harbin Customs 
Commissioner that it was intended to take over the Customs. In view 
of this, the Commissioner refused to continue work. The Manchukuo 
flag was hoisted, and it was announced that a new organization would 
assume control. 

Statement by Japanese Foreign Office regarding Manchukuo Customs. 
(See Japan.) 

June 27th.—The Customs at Harbin remained closed, and it was under- 
stood that pressure was being brought to bear on the former employees 
to join the Manchukuo organization. 

British intervention in the Manchurian Customs dispute. (See Japan.) 


July 4th—It was announced that M. Blumberg, a Lithuanian and an 
examiner of Customs, was being held a prisoner at Manchuli as a result 
of his refusal to join the new Manchukuo Customs organization. 


France. 


June 23rd.—The opinion of the press, other than that of the Socialists, 
was definitely antagonistic to the Hoover disarmament proposals, which 
were described as an “ ultimatum ’”’ and an “ electoral manceuvre ”’ ; 
also as a direct attack on the security of France. The Temps admitted 
that the proposal to forbid certain arms and limit others might be worth 
consideration, but would have to be studied from the technical point 
of view prior to any general discussion. 


June 24th.—At the opening meeting in Paris of the 38th session of the 
International Chamber of Commerce the President welcomed the declara- 
tion made at Lausanne by the five Governments, but said that what the 
world needed was not Government declarations proclaiming the intention 
and desire to take final decisions, but decisions themselves. They 
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demanded an effective policy of disarmament and a final settlement of 
reparations and war debts—also a drastic lowering of tariffs. 


June 25th.—M. Herriot arrived in Paris from Lausanne. He gave 
an account of the recent negotiations at Geneva and Lausanne to the 
Cabinet. The Cabinet formally approved the attitude adopted by the 
representatives, inviting them to continue along the same lines. 
M. Herriot subsequently discussed the Conferences with the Press and 
commented on the Hoover disarmament proposals, claiming that a 
further study of their implications was necessary. He pointed out that the 
proposals did not take into account the possibility of coalitions, and in 
this connection he emphasised the fact that France still stood for inter- 
national organization and control. 

It was pointed out in the Paris Press that the Hoover proposals would, 
if adopted, result in the virtual equality of France and Italy at sea, and 
it was argued that the proportion of naval reduction would fall in an 
unfairly heavy proportion on France. 

June 29th.—Following comments in the Press on the course of the 
Franco-British-German discussions at Lausanne, a German statement 
was issued. (See Reparations.) Comments in the Press relative to this 
statement tended to see in it an attempt on the part of Germany 
to get paid for refusing to do anything. 

July 1st.—M. Herriot arrived in Paris from Lausanne and gave an 
account of the Conference negotiations to the Cabinet Council. In a 
subsequent statement to the Press, M. Herriot declared that the only 
information which he could impart was that France and Great Britain 
were in full agreement on two essential points, namely the link between 
reparations and War debts and the acceptance of the principle of a final 
single payment by Germany and the nature of this payment. The 
Minister pointed out, however, that agreement had not been reached as 
regards the actual details of the plan and that, following agreement 
between the Creditor Powers, which was within sight, there remained to 
be achieved the acceptance of that solution by Germany. 

In view of the fact that the Budget deficit amounted to 6,500,000,000 
francs (say, £52,000,000), and that the Treasury was not only empty but 
embarrassed, M. Palmade, Minister of the Budget, submitted to his 
colleagues the proposals which he had framed in order to balance the 
budget by means of the imposition of new taxes and by drastic economies. 
The amount which it was proposed to save totalled 4,600,000,000 francs, 
the chief individual item being a reduction of 1,500,000,000 francs in 
the Military estimates. 

July 2nd.—A deadlock arose as the result of the submission of the 
Government’s financial proposals to the Finance Committee of the 
Chamber, the Radical-Socialists joining with the Socialists in turning the 
proposals inside out. Subsequently the Minister of the Budget declared 
that the gap between his original proposals and those contained in the 
report of the Committee was far too wide to be bridged. M. Herriot 
was thus faced with a very difficult situation and his return to Lausanne 


was postponed. 

July 4th.—M. Herriot attended a meeting of the Finance Committee 
of the Chamber and appealed to them to re-examine the proposals put 
forward with a view to balancing the Budget, urging them very strongly 
to bring about a settlement of the differences which had been disclosed. 
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Germany. 


June 22nd.—After a prolonged meeting in Berlin between the Reich 
and States Ministers of the Interior to discuss differences as to the revival 
of the Brown Army and the removal of the ban on uniforms, a statement 
was issued to the effect that the Reich Minister of the Interior had 
‘addressed to the representatives of the States the urgent request to 
adjust the existing prescriptions of their State laws to the policy of the 
Government of the Reich and to bring about a uniform treatment of the 
whole matter.” 

The Ministers promised to make known the attitude of their States 
at the earliest possible moment. 

The Prussian Diet met again, but, at Nazi instance, again deferred 
the election of a Premier. 

In Munich fresh demonstrations by Nazis took place. Eight Nazis 
were sentenced to terms of imprisonment for taking part in an illegal 
demonstration on June 19th, and contravention of the ban on uniforms. 
Fighting between Nazis and Communists occurred in the working-class 
districts of Berlin and 29 Nazis and 35 Communists were arrested. 

German proposals at the Lausanne Conference. (See Reparations.) 


June 23rd.—Political disorders occurred in many centres, and at 
Breslau, Osnabriick, Frankfurt, Brunswick, and many other towns, a 
number of people were injured in rioting between Nazis and Communists. 
At Frankfurt the University was closed. 


June 24th.—Signature of Treaty of Commerce with Bulgaria. (See 
Bulgaria.) 

The Bavarian Cabinet met to consider its reply to the request of the 
Reich Government for the withdrawal of the Bavarian ban on party 
uniforms and demonstrations. 


June 25th.—Herr von Papen arrived in Berlin and left again for 
Lausanne after a meeting of the Cabinet had been held. The Cabinet 
formaily approved the attitude of the delegation at Lausanne and the 
further intentions, as put forward by the Chancellor, were endorsed. 
It was understood that these further intentions embraced the putting 
forward of proposals of an economic nature designed with a view to 
European reconstruction, and so fashioned as to provide ‘‘ compensatory ” 
benefits for France. j 

The Press of the Right commented very adversely on Herr von Papen’s 
statement to a representative of the Matin that he was “the first to 
acknowledge France’s right to compensation for the renunciation of 
reparations,” the Deutsche Allgemeine Zeitung emphasing the fact that, 
by this admission, the Chancellor laid the onus of making proposals on 
Germany, thus placing her in a bad tactical position. 

In the Landtag, Dr. Held announced that the Bavarian Government 
had unanimously decided that “ it was not in a position to comply with 
the request of the Reich Minister of the Interior.’’ Dr. Held, in com- 
menting on this decision, stated that, since the Reich’s request was not 
founded on any infraction by the State of the Reich law and, in view of 
the grave apprehensions expressed by nearly all the States, Bavaria was 
unwilling to assume the responsibility of carrying out the desired decision. 
It was also stated that a dispatch had been sent to the President setting 
out Bavaria’s views. 
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The Nazi Press in Berlin claimed that the action taken by the Reich 
Government in respect to the bans imposed by the States was dictated 
by the pressure brought to bear by Nazi leaders and demonstrations 
by Nazis were widely held, an attack being made on the building of 
Vorwarts. 


June 27th.—Political violence continued, and the Socialist Party 
delivered a protest to the President regarding the attack by Nazis on the 
offices of Vorwarts. A large parade of Reichsbanner men was held 
in the Berlin Stadion. 

Herr Dietrich, former Minister of Finance, stated that the purchase 
by the Reich of a controlling interest in the Steel Trust was rendered 
necessary by the approaching insolvency of the small holding company 
which controlled the shares of the large number of enterprises which 
comprised the Trust. The ex-Minister contended that the collapse of 
the Trust would have had a disastrous effect upon the economy of the 
country, and that, for this reason, the purchase price of the shares was 
not unduly high. 

Statement at Lausanne. (See Reparations.) 


June 28th.—It was understood that the replies of all the States to the 
request of the Reich Government for the withdrawal of State bans on 
party uniforms and demonstrations had been received and that, while 
Oldenburg, Brunswick, and Anhalt had endorsed the view of the Reich 
Government, Bavaria, Baden, and Wiirttemberg had given negative 
answers, while most of the remaining States had either expressed strong 
misgivings or had made proposals according to their local conditions. 

Dr. Held received a reply from the President to his letter setting out 
the view of Bavaria, but this was not made public. 

Political demonstrations continued and, in Berlin, the students’ corps 
held a demonstration under Nazi auspices against the Versailles Treaty. 


June 29th.—A Presidential Decree was promulgated restoring freedom 
of political demonstration and procession, and the right to wear the 
uniforms of approved associations throughout the country. Individual 
States, under this Decree, were only left the right to forbid demonstrations 
and processions in specifically limited areas and in individual cases and 
the wearing of uniforms only when public security was immediately 
endangered, Bavaria, Baden, and Wiirttemberg being thus directly over- 
ridden. While the Bavarian Government, in common with the Govern- 
ments of the other States, announced itself as being prepared to comply 
with the new Decree, it was understood that an appeal to the Supreme 
Court was pending. 

The Minister of the Interior instructed the Prussian Minister of the 
Interior to suppress for five days each the issues of the organs of the 
Socialist and the Centre Parties, Vorwarts and the K délnischer V olkszeitung. 
This action was taken as the upshot of the appearance in these papers of 
matter criticising the conduct of the von Papen administration. 


June 30th.—Herr Severing, Prussian Minister of the Interior, refused 
to comply with the request of the Reich Minister of the Interior to suspend 
the issues of Vorwarts and of the Kédlnischer Volkszeitung, contending 
that these papers had done no more than legitimately criticise the 
conduct of the Government. 
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Following the relaxation of the foreign exchange control in favour 
of Switzerland, the prohibition by that country of the import of German 
coal and coke was raised. 


July 1st—The Supreme Court upheld the request of the Reich 
Minister of the Interior for the temporary suppression of the publication 
of Vorwarts, no decision being reached in the case of the Kdlnischer 
Volkszettung. 

Political demonstrations of a serious nature continued. 

The Bavarian Cabinet issued an official statement in which it was 
pointed out that the overriding decision of the Reich as regards uniforms 
and demonstrations would make the task of preserving order exceedingly 
difficult. It was stated that the Government would do its best, although 
hampered in this way, and an appeal was made to the Bavarian People 
to assist it in its task. 

July 2nd.—A series of new regulations came into force governing the 
entry into, and residence in, Germany of aliens. These new regulations 
provided for a rather more liberal treatment. 

July 3rd.—The Communists staged a mammoth anti-Nazi demonstra- 


tion in Berlin. 
Nazi demonstrations took place in Munich. 


Great Britain. 


June 24th—The Government issue as a Blue Book Lord Moyne’s 
Report on the finances and taxation in Kenya Colony (Cmd. 4093). 


June 27th.—In the course of the debate on the India Office Estimates, 


Sir Samuel Hoare made a statement on the Indian policy of the Govern- 
ment. The Ordinances, he stated, were to be renewed and applied 
where necessary and it was emphasised that they had served a useful 
purpose, the continuance of the Civil Disobedience movement necessitating 
their retention as a power in reserve. In default of any agreement 
between Hindus and Moslems, it was announced that the Government 
would formulate its own decision on the communal question during the 
course of the summer. Following this decision, the course of constitu- 
tional advance would be as follows :—First the Indian Consultative 
Committee would reassemble in India and there would be no further 
inquiries by Committees. Next the Lords and the Commons would 
appoint a Joint Select Committee which would be empowered to call 
Indians into consultation and which would consider the proposals drafted 
by the Government. Finally the Government would bring in a single 
Bill comprising both the provisions concerning provincial autonomy 
and the scheme for an All-India Federation. The Secretary of State for 
India made it clear that the Government’s Bill would enable the Provincial 
Constitutions to be set up “‘ without necessarily awaiting the completion 
of all the steps required for the actual organisation of Federation.”’ 

_ In reply to a question in the House of Commons, the Secretary of 
State for Foreign Affairs stated that the Government was examining 
disarmament proposals and that this would involve communications 
with the Dominions. The Cabinet met in order to discuss the Hoover 


. proposals and it was understood that, while the stimulus which they had 
"§ evoked was recognised and valued, there was a general feeling that it 
) might be impossible to accept them as they stood. 
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June 28th.—Bill to remove Oath of Allegiance from Constitution 
passed by Irish Free State Senate. (See Irish Free State.) 


June 29th.—The half-yearly Land Annuity payments, amounting to 
£1,500,000, fell due from the Irish Free State and were not forthcoming. 


June 30th.—The Irish Free State being in default, the financial 
resolution containing the Government’s scheme for dealing with the 
situation was handed in. It was understood that the Bill, the passing 
of which it advocated, would empower the Treasury to make Orders 
imposing duties on any imports from the Irish Free State to this Country 
up to 100 per cent. over and above any existing duties. : 

Proposals for the future control of civil aviation published in Geneva. 
(See League of Nations : Disarmament Conference.) 


July 1st.—Promulgation by Viceroy of Ordinance X of 1932. (See 


India.) 

The Ways and Means resolution, before being submitted to the House 
of Commons, was placed on the Order Paper. This resolution was so 
framed as to authorise the Treasury to impose certain duties on imports 
from the Irish Free State, “‘ if it appears to them that any failure of the 
Irish Free State to implement their obligations has resulted or is likely 
to result in a loss to the revenue of any public fund of the United Kingdom, 
or in an additional charge on any such fund.” 

Apprehension of Agricultural opinion in the Free State. (See Jrish 


Free State.) 


July 2nd.—Dispatch of a Note to the Government by the Irish Free 
State. (See Irish Free State.) 


July 3rd.—Mgr. Dandria, Maltese Minister for Education, died. 


July 4th—In the House of Commons, Mr. Thomas read the last 
dispatch received from the Irish Free State. (This dispatch was in 
answer to the British Note of June 22nd.) It was disclosed that Mr. 
de Valera continued to refuse to accept the proposition of arbitration 
by an Empire tribunal. The dispatch also stated that the Irish Free 
State Government disputed the claims of the Government “ not only in 
regard to the Land Purchase Annuities, but in regard to all other annua! 
or periodic payments, except those made in pursuance of agreements 


formally ratified by the Parliaments of both States.’”’ Mr. Thomas : 


subsequently explained that the sums (other than the Land Annuities) 


which the Free State proposed to withhold under the plea that the pertinent | ~ 
agreements had not been formally ratified by both Parliaments amounted | — 


to some {1,800,000. All of which, as Mr. Thomas explained, showed a 
clear intention to repudiate generally the financial agreements made 
under the Treaty of 1921 and left the Government no option but to 
proceed with their policy of collecting the money by special duties on 
exports from the Free State. He then proceeded to move the necessary 
resolution. This resolution was subsequently passed in Committee. 


Greece. 


June 30th.—Postponement by U.S. Treasury of War debt payment. 
(See U.S.A.) 
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Hungary. 
The Prime Minister tendered his resignation to the Regent, who 
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welcomed by nearly all sections of opinion as being in line with the 
attitude long taken up by Italy, and because (1) They linked the problem 
of reduction of armaments with the world crisis and with the necessity 
for a restoration of confidence between peoples ; (2) They were meant 
to be acted upon at once ; (3) They put forward a series of rational and 
concrete formule. 
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June 27th.—Memorandum presented to the Chairman of the Lausanne 
Conference. (See Reparations.) 


July 4th—Suggestion re war debts put forward on behalf of delegation 
at Lausanne. (See Reparations.) 


Japan. 


June 22nd.—It was understood that the Chargé d’Affaires in Peking 
was proposing to the representatives of the other Powers an arrangement 
whereby the Maritime Customs would continue to function in Manchuria, 
but the surplus revenue, after meeting the debt service, would be paid 
to Manchukuo. Nanking was not being consulted. (A similar arrange- 
ment was in operation in Canton.) 

Statement by Mr. T. V. Soong. (See China: External Affairs.) 

Statement by Mr. Matsudaira re American disarmament proposals. 
(See League of Nations : Disarmament Conference.) 


June 23rd.—The official attitude towards the Hoover proposals was 
that a 33 per cent. cut was too much at one stroke ; and the Foreign 
Office pointed out that Japan’s policy was governed by other factors 
than those operating between Washington and Geneva. War debts 
did not affect her, but the solution of the Manchurian question on lines 
ensuring her security was a vital factor, as were her relations with the 
U.S.S.R. Her army and navy were the only guarantees she had against 
China’s millions or Russia’s unknown future. 

Naval officials considered that if fleets were to be drastically reduced, 
the smaller ones must receive a greater degree of equality ; also cruiser 
and submarine strength could not be reduced indefinitely by an island 
nation, with trades routes to keep open and stragetic points to defend. 
The plan would strengthen the U.S. fleet at the expense of Japan. 

June 24th.—Dismissal of Japanese Commissioner of Customs at 
Dairen. (See China : External Affairs.) 

June 26th.—Resignation of the Dairen Customs Staff. (See China: 
External Affairs.) 

The Foreign Office stated that Manchukuo was preparing to establish 
a Customs House at Wafangtien, on the border of the Kwantung Leased 
Territory. 

The Government gave instructions that a Note should be presented 
to the Chinese Government protesting against the dismissal of Mr. 
Fukumoto on the grounds that this action constituted a violation of 
Article Three of the 1907 Customs Agreement, under which it was laid 
down that the Chinese Government must consult Japan before making 
changes in the Customs service at Dairen. 

Statement by Sir F. Maze. (See China : External Affairs.) 

Arising from the Hoover disarmament proposals, General Araki, 
Minister of War, in a written answer, stated that the application of an 
uniform reduction rate in armaments to countries whose defence problems 
might be entirely dissimilar was incompatible with the principle that 
reduction should not impair national security. Asked whether the army 
could agree to the abolition of tanks, mobile howitzers, and bombing 
aeroplanes, the Minister replied that it was impossible to say that some 
weapons were right and others wrong, each special case demanding special 
examination. 
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June 27th.—The British Ambassador officially conveyed to the Foreign 
Office the concern of the British Government regarding the Manchurian 
Customs dispute, especially with regard to its bearing on foreign loans. 

Instructions sent by the Admiralty to the naval delegate at the 
Disarmament Conference showed that the Hoover proposals so far as 
the naval strengths were concerned were not acceptable, the contention 
being that the reduction which they entailed would perpetuate the existing 
degree of inferiority vis-a-vis the U.S. fleet, an inferiority which, up 
to this time, existed on paper only. Thus, while the U.S. would benefit, 
Japan herself would be called upon to make a heavy sacrifice. It was 
also argued that an uniform reduction of unequal elements would 
strengthen the stronger units at the expense of the weaker. 

Protest by Bombay merchants against Japanese competition. (See 
India.) 

July 4th—The Lytton Commission on Manchuria arrived in Tokyo 
from Peiping. The return of the Commission coincided with a vigorous 
agitation for the recognition of Manchukuo. 


League of Nations. 


June 23rd.—The President of the Committee of Nineteen received from 
the Chinese delegation a statement from Lo Wen-Kan, the Nanking 
Minister for Foreign Affairs, referring to the Japanese Diet’s resolution re 
recognition of Manchukuo, and urging the Committee to take immediate 
steps calling upon the Japanese Government to observe the obligations 
under the September and December resolutions of the League (to refrain 


from taking any initiative which would aggravate the situation) and to 
desist from such recognition “‘ which is sure to render the work of the Com- 
mission of Inquiry abortive and prepare the way for a grave conflict in 
the Far East.” 

June 24th.—The Committee of Nineteen met in private to consider the 
developments in China. 


July 1st—The Assembly placed upon its Agenda the question of the 
admission of Turkey to the League. A Statement (signed by twenty-eight 
States, including Great Britain) advocating Turkey’s admission was 
read. 

The Assembly agreed to the extension of the six-month’s limit (due to 
expire on August 19th) in which the Report of the Council should be made 
upon the Sino-Japanese dispute. The hope was expressed, however, that 
the Lytton Report would be in the hands of the Assembly Committee 
before November 1st. The Chinese Delegate made a strong appeal for 
the shortest possible delay. 

Mr. Harold Butler was appointed Director of the International Labour 
Office in the place of the late M. Albert Thomas. 


DISARMAMENT CONFERENCE. 


June 22nd.—The General Committee was summoned to hear a state- 
ment by Mr. Gibson containing a series of proposals made by President 
Hoover. These were, briefly: (1) That the arms of the world should 
be reduced by nearly one-third. (2) That in the case of land forces there 
should be complete abolition of all tanks, large mobile guns and all means 
of chemical warfare, and a reduction of one-third in strength in all armies 
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over and above the so-called “ police component,” this latter being pro- 
portionate to the average allowed to Germany and the Central Powers 
under the Peace Treaties. (3) That all bombing aeroplanes should be 
abolished. (4) That the Washington Treaty number and tonnage of 
battleships should be reduced by one-third ; that the Treaty tonnage of 
aircraft-carriers, cruisers and destroyers should be reduced by one- 
quarter ; and the Treaty tonnage of submarines by one-third, no nation 
being allowed a submarine tonnage exceeding 35,000 tons. For the 
purpose of this proposal the French and Italian cruiser strength to be 
calculated as though the Powers had adhered to the Treaty of London. 


Amplifying the statement, Mr. Gibson said that, as to cruiser strength, 
it was proposed that the 25 per cent. reduction of the total tonnage of 
the U.S. and Great Britain should be calculated on the existing total 
London Treaty tonnage of Great Britain, i.e., 339,000 tons. Further- 
more, the total tonnage allowed under that Treaty for 8-in. gun cruisers 
should be limited to 150,000 tons each for the U.S. and Great Britain, 
and the proportionate 90,000 tons for Japan. In regard to submarines, 
in order to make the acceptance of such a large reduction possibile, the 
proposal was based on the principle that no nation, whether or not party 
to the existing Naval Treaties, should retain an aggregate tonnage greater 
than 35,000 or more than 40 units, of which no single vessel should exceed 
I,200 tons. 

In conclusion, Mr. Gibson pointed out that the proposals represented 
a sacrifice for the U.S. of over 300,000 tons of existing ships, and the 
abandonment of a right to build over 50,000 tons. On land the U.S. 
would abandon over 1,000 heavy guns, about goo tanks, and 300 bombing 
aeroplanes. 

Sir John Simon, in a speech confined to preliminary and provisional 
observations, welcomed the breadth of view which had been taken of the 
disarmament problem in the President’s communication, and said all 
the proposals regarding land effectives would be examined promptly by 
the British delegation “with careful attention.” As regards the naval 
proposals, he doubted whether they were, in some respects, adequate and, 
in others, appropriate to the varying circumstances of the different naval 
Powers. Great Britain wanted submarines entirely abolished, and as for 
capital ships, Mr. Hoover’s proposals made no prospective provision for 
reducing their present “‘ monstrous size.’’ Would it not be possible to 
agree to a much lower limit in tonnage and gun calibre in the case of new 
construction ? 

M. Paul Boncour considered the proposals were, perhaps, too simple, 
and said France asked that her proposals of security should be considered 
as concrete suggestions designed to serve as a basis of discussion. A 
uniform reduction might constitute a fundamental injustice towards the 
smaller Powers. As regards the land proposals, France had already pro- 
ceeded to a more considerable reduction than that recommended by Mr. 
Hoover, and she was consistently reducing her military budget. As to 
the provision under the Kellogg Treaty that countries should only use 
their arms for national defence, what action did the U.S. consider taking 
against a State which would use for aggression the means left to it for 
defence ? 

M. Litvinov welcomed the proposals, as did also Herr Nadolny, but 
Mr. Matsudaira said Japan had adopted the distribution of tonnage 
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provided for by the London Treaty on condition that it should remain in 
force till 1936. 

Signor Grandi stated that Signor Mussolini had already informed him 
that he would accept the proposals as a whole and in all their details, 
without conditions of any kind. Senor Madariaga wished to go further 
than Mr. Hoover and abolish military aviation entirely. 

Later the Air Committee considered a French proposal providing for 
the absolute prohibition of aerial, chemical, bacterial and incendiary 
warfare, and of aerial bombardment away from the field of battle, or 
air bases. 

June 24th.—The informal negotiations between Great Britain, France 
and the United States were temporarily suspended. 

June 25th.—M. Herriot’s comments on the Hoover proposals. (See 
France.) 

Statement by General Araki. (See Japan.) 

June 27th—Reply to a question in the House of Commons. (See 
Great Britain.) 

On his return to Stockholm Baron Ramel, Swedish Foreign Minister, 
stated that the Scandinavian States, Holland, Belgium, Switzerland, 
Czechoslovakia and Spain had, on the invitation of Spain, privately 
discussed disarmament questions and the Hoover proposals with a view 
to arriving at a common policy and understanding. 

June 30th.—Instructions to the Japanese naval delegate. (See Japan.) 

The British proposals for the future control of civil aviation, destined 
for presentation to the Air Committee of the Conference, were made 
public. These proposals consisted of a draft convention. This conven- 
tion was framed with a view to the prevention of the use of civil aviation 
for military purposes, and included provisions whereby a complete inter- 
national register of all civil aircraft would, in effect, be established under 
the direction of the League. 

July 1st.—The British proposals for the future control of civil aviation 
were submitted to the Air Committee of the Conference. 


July 2nd.—It was officially announced that Sir Herbert Samuel had 
joined the British delegation to the Conference. 

It was announced that the Japanese Government had instructed their 
representative at the Conference that the Hoover disarmament proposals 
were not regarded by them as a practical basis for discussion. 


Newfoundland. 

June 28th.—The Prime Minister, Sir Richard Squires, resigned and 
a new Ministry was sworn in, Mr. A. C. Alderdice being the new Prime 
Minister and Minister of Finance. 


Portugal. 

June 24th.—Senhor Oliveira, the Prime Minister, presented the 
President with the resignation of the Cabinet. This the President 
accepted. Senhor Oliveira consented, however, to carry on until the 
budget should have been passed. 


Poland. 


June 26th.—The Government approached the League of Nations High 
Commissioner in Danzig with a view to the transference to Poland of the 
administration of the Customs in Danzig. 
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Reparations. 


June 22nd.—The German delegation handed to the British a memo: 
andum setting forth the German case and containing the following 
points: (1) A firm stand was taken that Germany could not make any 
reparations payments ; (2) The whole economic position was considered 
to show how essential it was for concerted action to get a move forward : 
(3) In view of French anxieties the suggestion was introduced of a sort 
of consultation clause by which Germany and interested Powers could 
meet together if any threat to security or peace became apparent. 


June 23rd.—Private conversations took place between the French 
and German Ministers of Commerce and Economic Affairs, concerning 
the possible bases of economic collaboration between the two countries, 
the question of the investment of French capital in Germany, the adjust- 
ment of Franco-German tariffs, and the repercussion upon Europear 
Powers of any decisions taken at Ottawa. 

The German delegation submitted a plan for the extension of the 
French Danubian scheme, by which it would be widened to include the 
Great Powers, providing also for economic advantages for France and 
Belgium. 


June 24th.—The first direct meeting between the French and German 
delegations as a whole was held, when the German Finance Minister 
gave an exposition of the German economic position and explained why 
his Government felt that it could not commit itself to a resumption of 
payments at a future date. Subsequently the French Finance Minister 
explained France’s budgetary difficulties, and indicated that he would 
be prepared to receive suggestions as to how something could be done 
to provide France with compensation along commercial lines. 


June 27th.—Following short visits to their respective capitals, 
M. Herriot and Herr von Papen returned to Lausanne and the Franco- 
German direct discussions reopened. For Germany, Count von Krosigk 
read a lengthy statement which was subsequently elaborated by the 
Chancellor. This statement contained the suggestions as to methods 
which the French representatives had invited. After reiterating the 
impossibility of paying reparations under the present conditions of 
financial stress, and after contending that the only real solution of the 
world economic crisis lay in the total elimination of political payments, 
the German statement went on to suggest the part that Germany 
was willing and anxious to play in the reconstruction of Europe. These 
plans included the conclusion with France of a practical trade treaty and 
the encouragement by various means of trade with other countries; 
participation, by means of a direct contribution, to a general pool for 
the reconstruction of Europe and especially of the Danubian States and 
the Countries of Central and South Eastern Europe; and generally 
the undergoing of considerable sacrifices in the interests of constructive 
international co-operation. (It was understood that the “ central 
pool ’’ referred to a scheme of French origin, associated with the name 
of M. Avenol, Deputy Secretary-General of the League.) 

At the conclusion of the German statement M. Herriot made certain 
reservations of a formal character. ” 

Subsequently, M. Herriot and Herr von Papen paid separate visits 
to Mr. MacDonald. 
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Senor Grandi presented to’ Mr. MacDonald, as Chairman of the 


-Conference, a memorandum setting out the Italian point of view up to 


the present stage of the Conference. In stressing the need for a “ clean 
slate policy” and in its insistence that the cancellation of reparation 
payments must be understood in the broadest sense and implied im- 
partially to all countries, the Italian memorandum showed that the 
Italian view point was similar to that adopted by the British Delegation. 


June 28th.—M. Herriot and Herr von Papen visited Mr. MacDonald 
at his invitation and, together with Mr. Chamberlain and Mr. Runciman, 
discussed the result of the conversations which had taken place between 
the French, German, and British delegations. It was announced that 
Mr. MacDonald would make a report to the six inviting Powers on the 
position and would invite them to make arrangements for completing 
the work of the Conference. Subsequently, the direct Franco-German 
discussions continued. 


June 29th.—The six inviting Powers met and Mr. MacDonald delivered 
his report, reviewing the progress which had been made at the Conference. 
The Chairman emphasised the fact that, while the Conference had been 
originally initiated with a view to the solving of two problems, it had 
been made clear that the settlement of the problem of reparations 
must receive priority of treatment. After reviewing the general 
grounds on which agreement was apparent, Mr. MacDonald urged 
that the Conference, on the specific problem of reparations, should be 
made to result in an immediate and final settlement, following which the 
wider problems attendant on the settlement of the economic and financial 
difficulties responsible for the world economic crisis might be tackled at 
the forthcoming economic discussions. 

Following this review, it was decided to set up a “ Bureau ”’ under the 
chairmanship of Mr. MacDonald and composed of one representative of 
each of the inviting Powers, the purpose of which was to examine the 
existing position on the subject of reparations in the light of the pre- 
liminary exploration that had already been carried out and, subsequently, 
in as short a time as possible (and in this connection it should be noted 
that the Chairman had stressed the importance of the time factor), to 
present a report with recommendations to the heads of delegations. The 
“ Bureau” was duly set up, the delegations being, for the most part, 
represented by their leaders, and work was immediately begun on a 
practical attempt to hammer out some final solution along these lines. 
In preparation for the wider Economic Conference, the Ministers of 
Commerce at Lausanne were also constituted into a Committee with a 
view to embarking on certain preliminary and preparatory discussions. 

The German delegation issued a statement designed to correct certain 
comments which had appeared in the French Press relative to the course 
of the Franco-German-British discussions. It appeared from this state- 
ment that the Chancellor, on being asked by Mr. MacDonald whether he 
could not take some action towards the bringing about of a final solution, 
qualified his previously expressed opinion that Germany might pay a 
share in a general effort to reconstruct world economy by claiming that 
‘the confidence of the world could only be restored if the victorious 
Powers would bring themselves to eliminate the discriminations of the 
Treaty of Versailles.”’ 

Comments in French Press on this statement. (See France.) 
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June 30th.—The “ Bureau ’”’ continued in session in their attempt to 
reach a final solution. It appeared that two principles had been accepted 
as the basis of these detailed negotiations ; the first was the cancellation 
of reparation payments as such, and the second a contribution by 
Germany at some future date, when economic conditions should have 
improved, to a “ Reconstruction Pool’”’ in which the Bank for Inter- 
national Settlements would play a prominent part. It was understood, 
however, that a check to the successful issue of the negotiations lay in 
the French insistence that some provision should be made in case pay- 
ments had to be made to the U.S. The German objection to this demand 
seemed to reside in the uncertainty on which it rested, their contention 
being that the maximum amount expected from them should be there 
and then determined and that the question of a subsequent increase in 
the case of certain eventualities should be ruled out of court. 

The Ministers of Commerce continued their session and decided to 
recommend to the Conference that two Committees should be appointed, 
a Monetary Committee and a General Economic and Commercial Com- 
mittee. Both these Committees were to consist of one representative 
of each of the six inviting Powers, the League of Nations should be 
asked to nominate three members to each Committee representing 
countries other than the inviting Powers, and the United States 
should be invited to nominate a member for each Committee. 


July 1st.—The delegates of the inviting Powers, other than Germany, 
discussed the details of the plan for an eventual bond issue for economic 
reconstruction. It was announced that the plan had been practically 


completed. 
Statement by M. Herriot in Paris. (See France.) 


July 3rd.—The draft bond scheme, arrived at by the five inviting 
Powers was formally handed to the German delegation, and it was under- 
stood that it was intended that it should be regarded as a suggestion 
upon which observations were invited. Very briefly, the scheme provided 
for the cancellation of reparations as such and an eventual German con- 
tribution to ‘“‘ Economic Reconstruction ”’ in the form of a bond issue to 
be controlled by the Bank for International Settlements. (For further 
details of the scheme see page 13 of the present issue.) 

The German observations on this suggestion put forward by the 
Creditor Powers were received and it was understood that they advocated 
a number of modifications, both touching the suggested amount of the 
eventual contribution, and also the method of issuing the bonds. 


July 4th.—While no official announcement was made, it was generally 
understood that, in the suggestions which they had put forward, the 
Germans mentioned the sum of 2,000,000,000 m. (£100,000,000 at par) for 
the final ‘‘ reconstruction” payment. (The sum suggested by the 
Creditor Powers was 4,000,000,000 m.). It was also believed that the 
Germans had suggested, in addition to certain technical modifications 
with regard to the bond issue, the elimination of the “ discriminatory " 
clauses of the Treaty of Versailles. 

At a meeting of the five inviting Powers, Signor Grandi, on behalf of 
the Italian delegation, suddenly sprang a suggestion advocating the 
definite cancellation of war debts as well as of reparations under the 
Lausanne settlement. 
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Siam. ‘ 
June 24th.—A revolution led by the People’s Party (a newly formed 
party composed chiefly of Naval and Military officers) ended in the 
establishment of a Constitutional Monarchy. The revolutionaries seized 
the heir to the Throne, two other leading Princes, the Chief of Police, 
and the Law Courts, and the King thereupon agreed to the change from 
an absolute to a constitutional monarchy. 

June 26th.—The military and civil representatives of the People’s 
Party presented the Draft Constitution to the King. In a proclamation, 
the King endorsed the course of action taken by the People’s Party, and 
stated that he approved of the principles for which it stood. 


June 28th._—The King signed the new Constitution. By its provisions 
the highest power was vested in the people and was to be executed on 
its behalf by the King, the Senate, the Committee of the People’s Party, 
and the Law Courts. 

July 1st.—The Senate met and the Committee of the People’s Party 
was elected. All the former Ministers, including five Princes, were 
dismissed. 


Switzerland. 
June 30th.—Swiss-German commercial relations. (See Germany.) 


Turkey. 
June 28th—At a meeting of the People’s Party it was decided to 
support the move for the entry of Turkey into the League of Nations. 


July 1st.—Action by the League of Nations Assembly re question of 
admission. (See League of Nations.) 


U.S.A. 
June 22nd.—Mr. Hoover’s proposal re Disarmament. (See League 
of Nations : Disarmament Conference.) 

__A statement was issued from the White House regarding the Pre- 
sident’s disarmament proposal reading: “‘ This proposal, while relieving 
other nations of the great costs of maintenance would also relieve us of a 
large part of the building programme now under discussion by Congress. 
It is designed to enable us to reach our Treaty strength, and would not 
interfere with present construction ; nor in the ordinary course of things 
would it result in a reduction of personnel for two or three years. Dis- 
armament has never been considered in connection with debt questions. 
It has no relation to them whatever, either directly or indirectly, and no 
such suggestion has ever been made by any American official.’ 


June 23rd.—In view of reports from Geneva that France had brought 
forward proposals for a security pact an announcement was issued that 
under no circumstances would the United States consider entering such 
an agreement. 

It was intimated officially that the President’s statement re disarma- 
ment should be considered as a basis for negotiation. It would have to 
stand or fall as a whole as far as the coincident reduction of land, sea and 
air forces was concerned, but the field of discussion was open to suggestions 
of amendment in detail. 
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June 29th.—The Democratic Party Convention Committee adopted 
their platform planks which, together with straight prohibition repeal, 
included a declaration against the cancellation of War Debts. Other 
proposed planks included the summoning of an International Economic 
Conference, a reduction of tariff rates on the basis of reciprocal tariff 
agreements, a tariff for revenue purposes, condemnation of the Hawley- 
Smoot Tariff, consideration of the re-habilitation of silver and kindred 
questions at an International Monetary Conference, the preservation of 
a sound currency and a balanced budget, the settlement of international 
disputes by arbitration, the maintenance of good faith respecting financial 
obligations, adherence to the World Court with certain reservations 
subsequently to be drafted, the rendering of the Kellogg Pact effective 
by provisions for mutual consultation in the case of a threatened violation 
of treaties, international agreement for the reduction of armaments, 
independence for the Philippines, and unemployment and old age insur- 
ance. 

June 30th.—The Treasury announced that the Greek War debt 
payment due on July 1st and amounting to $130,000 had been postponed 
for two and a half years. This was in accordance with the Greek request 
under the terms of the original debt agreement. 

July tst—Mr. Franklin D. Roosevelt was nominated Democratic 
Candidate for the Presidency in opposition to Mr. Hoover. 

It was announced that the Government had ended the fiscal year with 
a deficit of $2,885,000,000 as compared with the deficit of $903,000,000 
incurred during the preceding year. 


Yugoslavia. 

June 30th.—The resignation of Dr. Marinkovitch and his Cabinet 
was announced. 

July 1st.—Dr. Milan Srshkitch (Minister of the Interior) succeeded 
Dr. Marinkovitch as Prime Minister. Dr. Marinkovitch also gave up 
his post as Minister for Foreign Affairs and was succeeded by M. Bosko 
Jestitch, former Minister in Vienna. 





III.—FORTHCOMING EVENTS. 


July rith-14th 2nd International Conference of Social Work... Frankfiirt 
18th *Plenary Session of Committee on Intellectual 
Co-operation mes a << ... Geneva 
18th-23rd 5th International Congress for Scientific 
Management ... Amsterdam 
18th-24th 5th International Congress of Entomology .. Batis 
19th-23rd International Conference on Secondary 
Education ... ‘ ona ... London 
21st Imperial Economic Conference Ottawa 
25th-39th 5th International Congress of Society for 
Commercial Education ... ne ..- London 


June 29th 
to 6th World Conference of the New Education 


August 12th Fellowship ... Nice 
“ 8th-13th 37th Conference of International Law Associ: a- 
tion ... Oxford 
on 8th-15th 14th Congress of International Federation of 
Students _ — .. Riga 
” 15th *Permanent Central Opium Board... ... Geneva 


* League of Nations and International Labour Office. 
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